Cited as "1 FE Para. 70, 462"
Pan- Al berta Gas (U.S.) Inc. (FE Docket No. 91-26-NG, June 27, 1991
DOE/ FE Opi ni on and Order No. 516

Order Granting Bl anket Authorization to Inport Natural Gas from Canada
and Granting Intervention

| . Background

On April 4, 1991, Natgas U S. Inc. (Natgas) filed an application with
the Ofice of Fossil Energy (FE) of the Departnment of Energy (DOE), under
section 3 of the Natural Gas Act (NGA) and DCE Del egation Order Nos. 0204-111
and 0204- 127, requesting blanket authority to inport from Canada up to 730 Bcf
of natural gas over a two-year term beginning on July 1, 1991, through June
30, 1993. Subsequently, on May 2, 1991, Natgas filed a letter inform ng DOE
that it had changed its corporate nanme to Pan-Alberta Gas (U.S.) Inc.
(PAG US). PAG US proposes to use existing pipeline facilities to transport the
nat ural gas.

PAG US, a Del aware corporation with its principal place of business in
Cal gary, Alberta, Canada, is a wholly owned subsidiary of Pan-Al berta Gas,
Ltd. (Pan-Al berta), a Canadi an conpany. DOE/ ERA Opi ni on and Order No. 290 1/
authorized PAG US to inport up to 730 Bcf of Canadi an natural gas over a
two-year termwhich will expire June 30, 1991. PAG US is requesting an
extension of that blanket inport authorization.

PAG US proposes to inport the gas from Pan-Al berta and ot her Canadi an
suppliers for sale on a short-termbasis to U S. pipelines, |local distribution
conpani es, electrical utilities, and industrial or agricultural end-users.

PAG US woul d act on its own behalf or as a broker or agent on behalf of U S
pur chasers and/or Canadi an suppliers. According to PAG US, the specific terns
of each inport and sale, including price and volune, would be freely

negoti ated on an individual basis, thus ensuring that the inports will be
responsi ve to market conditions. PAG US would continue to file quarterly
reports with FE giving details of the individual transactions.

A notice of the application was issued on April 23, 1991, inviting
protests, notions to intervene, notices of intervention, and comments to be
filed by May 30, 1991.2/ El Paso Natural Gas Conpany (El Paso) filed a notion
to intervene requesting clarification of the PAG US application, and,
depending on the clarification, rejection of the PAG US application or
alternatively, a hearing on the application. On June 6, 1991, PAG US filed an
answer to El Paso's filing and requested that the notion to intervene be
deni ed.

Inits notion, El Paso requested that FE clarify that an extension of
the bl anket authorization to inport natural gas using existing pipeline
facilities in no way affects, constitutes approval of inportation of vol unes
for transportation on, or otherw se supports construction or operation of, the
Paci fic Gas Transni ssi on Conpany/ Pacific Gas and El ectric Expansi on Project
(PGT Expansion Project). Barring such clarification, El Paso requested that
the application be rejected or set for hearing.

In its June 6 answer to El Paso's notion, PAG US argued that El Paso's
requested clarification is neither necessary nor warranted and shoul d be



deni ed. PAG US points out that the PGI Expansion Project is not schedul ed for
conpl etion until June 30, 1993, four nonths after the proposed bl anket
extension woul d expire. Also, PAGUS maintains that it has already manifested
its intention not to use its blanket authorization in support of the PGT
Expansi on Project by submitting on May 10, 1990, a letter advising FE that it
will file an application for long-term authorization to inport natural gas
over the PGI Expansion Project at the appropriate tinme. Finally, PAG US argues
that, because El Paso's intervention request is prem sed upon an alleged

rel ati onship between the PAG US and t he PGI Expansi on Project, and there is no
such rel ationship, El Paso's intervention request should be denied.

DOE' s policy is to allow persons with an arguable interest in a case to
participate as intervenors. Regardl ess of the connection between PAG US
application and the PGI Expansion Project, EIl Paso, as a seller of natural gas
in conpetition with Canadi an and ot her gas suppliers has an arguabl e interest
in PAGUS application. Therefore, this order grants intervention to the
novant, El Paso.

I'l. Decision

The application filed by PAG US has been evaluated to determne if the
proposed i nport arrangenent neets the public interest requirenents of section
3 of the NGA. Under section 3, an inport nust be authorized unless there is a
finding that it "will not be consistent with the public interest." 3/ Wth
regard to inports, this determnation is guided by DOE's natural gas inport
policy guidelines.4/ Under these guidelines, the conpetitiveness of an inport
in the markets served is the primary consideration for neeting the public
i nterest test.

PAG US' inport proposal, as set forth in the application, is consistent
with section 3 of the NGA and DOE' s international gas trade policy. The
aut horization sought, simlar to other blanket arrangenments approved by DCE, 5/
woul d provide PAG US with bl anket inport approval, within prescribed |inmts,
to negotiate and transact individual, spot and short-term purchase
arrangenents w thout further regulatory action. The fact that each spot
purchase will be voluntarily negotiated and market-responsive, as asserted in
PAG US' application, provides assurance that the transactions will be
conpetitive with other natural gas supplies available to PAG US

I n maki ng the above findings, FE has considered El Paso's request for
clarification and has concluded that it is not an appropriate condition to
i mpose on PAG US' bl anket inport authorization. PAG US has expressly stated
that only existing facilities are required for its proposed inport of gas.
Further, PAG US has indicated that if it should decide to seek to use PGT's
proposed expansion facilities to transport inported gas, it will submt a
| ong-term aut horization request to DOE at the appropriate time. Accordingly,
since the objections expressed by El Paso are prem sed on its perception that
PAG US may be relying on the proposed PGT Expansion Project facilities to
support its inport proposal, El Paso's objections will not be given further
consideration in this proceeding.

After taking into consideration all of the information in the record of
this proceeding, | find that authorizing PAGUS to inport up to 730 Bcf of
Canadi an natural gas over a two-year term beginning on the date of first
delivery after June 30, 1991, the date PAG US current authorization expires,
under contracts with terms of two years or less, is not inconsistent with the
public interest.6/



ORDER

For the reasons set forth above, under section 3 of the Natural Gas Act,
it is ordered that:

A. Pan-Alberta Gas (U.S.) Inc. (PAGUS) is authorized to inport up to
730 Bcf of Canadi an natural gas over a two-year term beginning on the date of
first delivery after June 30, 1991

B. This natural gas may be inported at any point on the internationa
border where existing pipeline facilities are | ocated.

C. Wthin two weeks after deliveries begin, PAG US shall provide witten
notification to the Office of Fuels Prograns, Fossil Energy, Room 3F-056,
Forrestal Building, 1000 I ndependence Avenue, S.W, Wshington, D.C. 20585, of
the date that the first delivery of natural gas authorized in Odering
Par agr aph A above occurs.

D. Wth respect to the natural gas inports authorized by this Order
PAG US shall file with the Ofice of Fuels Programs, within 30 days follow ng
each cal endar quarter, quarterly reports indicating whether inports have been
made, and if so, giving, by nonth, the total volune of the inports in Mf and
the average purchase price per MMBtu at the international border. The reports
shall also provide the details of each inport transaction, including the nanes
of the seller(s), and the purchaser(s), including those other than PAG US,
estimated or actual duration of the agreenent(s), transporter(s), points of
entry, and market(s) served and, if applicable, the per unit (MVBtu)
demand/ conmodi ty charge breakdown of the price, any special contract price
adj ust nrent cl auses, and any take-or-pay or make-up provisions.

E. The notion to intervene, as set forth in this Opinion and Oder, is
hereby granted, provided that participation of the intervenor shall be limted
to matters specifically set forth inits notion to intervene and not herein
specifically denied, and that the adm ssion of the intervenor shall not be
construed as recognition that it mght be aggrieved because of any order
i ssued in these proceedings.

I ssued in Washington, D.C., on June 27, 1991
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DOE has deternmined that granting this application is not a najor Federal
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